BEFORE THE COMMISSIONER OF SECURITIES AND INSURANCE
MONTANA STATE AUDITOR

IN THE MATTER OF: ) CASE NO. INS-2013-30
)
NORTHERN ROCKIES INSURANCE )
COMPANY, LLC, Montana certificate of ) ORDER OF SUSPENSION
authority # 5282. )
)

Pursuant to Mont. Code Ann. § 33-28-109, the Commissioner of Securities and
Insurance, Montana State Auditor (Commissioner), suspends Northern Rockies Insurance
Company, LLC (NRIC) for the following reasons:

1. The State Auditor is the Commissioner of Securities and Insurance. Mont. Code
Ann, § 2-15-1903.

. 2. The Office of the Commissioner of Securities and Insurance (CSI) is under the
control and supervision of the Commissioner. Mont. Code Ann. §§ 2-15-1902 and 33-1-301.

3. The Commissioner shall administer the CSI to protect insurance consumers.
Mont. Code Ann. § 33-1-311(3).

4, The Commissioner and the CSI have jurisdiction over this matter. Mont. Code
Anmn. § 33-1-311.

5. NRIC is a Montana captive insurance company, Certificate of Authority #5282,
NRIC is authorized to transact medical malpractice insurance business and other lines of
business.

6. ‘ John H. Schneider, MD, is the CEO of NRIC.

7. In 2012, the CSI became aware that NRIC’s captive manager would end its

services on or about January 9, 2013.
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8. In a letter dated January 3, 2013, the CSI informed Dr. Schneider and NRIC that
the company needed to engage the services of a captive manager. The letter explained that
NRIC’s business plan included the services of a captive manager. The CSI approved NRIC’s
license with this provision. The CSI considered the absence of a captive manager to be a
significant departure from the approved plan, and could subject NRIC to suspension or
revocation pursuant to Mont. Code Ann. § 33-28-109(f). The letter stated that NRIC should
engage a captive manager on or before January 18, 2013,

9. In an email dated January 7, 2013, the CSI became aware that NRIC was
interviewing prospective captive managers. The CSI subsequently extended its deadline to
February 1, 2013,

10. In a letter dated February 6, 2013, and received by the CSI on February 11, 2013,
Dr. Schneider confirmed that NRIC had not hired a captive manager. Dr. Schneider also stated
that as of the time of the letter, he was the only board member for NRIC, LLC.

11. In the letter dated February 6, 2013, Dr. Schneider stated that NRIC, through its
agent, had provided a certificate of insurance to all of the Wyoming facilities at which Dr.
Schneider and his midlevel employees provided surgical healthcare. However, Dr. Schneider
stated that NRIC, through its agent, had not obtained proper certification to transact insurance in
Wyoming. As aresult, Dr. Schneider stated that NRIC would decline coverage for two claims in
Wyoming. Organizational documents filed with the CSI state that NRIC would operate in
Wyoming.

12. The CSI became aware that NRIC paid a claim under a policy which was created
and approved after the filing and settlement of this claim. The payment on the claim was

approved by Dr. Schneider, as Authorized Representative of NRIC. The CSI’s review of
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NRIC’s policy indicated that the new policy did not cover the prior claim. Thus, the payment
under the policy was made erroneously.

13. Inthe letter dated February 6, 2013, Dr. Schneider acknowledged that NRIC does
not have surplus to meet the minimum requirements of Mont. Code Ann, § 33-28-104:

Currently, Northern Rockies Insurance Company, LLC is underfunded to meet

state requirements for insurance certification. Solicitation of funds to obtain

minimum required investment for Northern Rockies Insurance Company, LLC

reserves are not available. In addition, without management direction, the future

of Northern Rockies Insurance Company, LLC is unclear.

At present, and based upon Dr. Schneider’s admission, the CSI is aware that NRIC is
underfunded to provide insurance.

14, The Commissioner may require additional capital and surplus based on the type,
volume and nature of insurance business transacted. Mont. Code Ann. § 33-28-104.

15.  The Commissioner may suspend or revoke the license of a captive insurance
company. Mont. Code Ann. § 33-28-109. The license of a captive insurance company may be
suspended by the Commissioner for any of the following reasons: insolvency or impairment of
capital surplus; failure to meet and maintain the requirements of Mont. Code Ann. § 33-28-104;
failure to comply with the provisions of its own charter, bylaws, or other organizational
document; or if the Commissioner considers it in the best interests of the public. Mont. Code
Ann. § 33-28-109 at (1)(a), (1)(b), (1)(d), (2).

16.  The acts identified above violate the provisions of Mont. Code Ann. § 33-28-109.
NRIC does not have a captive manager, a violation of Mont. Code Ann. § 33-28-109(1)(D).

NRIC will not consider claims made in Wyoming, a violation of Mont. Code Ann. § 33-28-

109(1)(d), (1)(f). NRIC approved payment of a claim under a policy where the policy did not
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cover this payment, a violation of Mont. Code Ann. § 33-28-109(1)(f). NRIC admitted it was
underfunded, a violation of Mont. Code Ann. § 33-28-109(1)(a), (1)(b), (1)().

17.  Itisin the best interests of the public to suspend the license of NRIC, as

continuance of this business would harm citizens.
ORDER

THEREFORE, IT IS HEREBY ORDERED that based on the foregoing, NRIC is placed
under SUSPENSION of the CSI pursuant to Mont. Code Ann. § 33-28-109. Immediate
suspension is necessary and in the best interests of the public.

IT IS FURTHER ORDERED that in order to lift the suspension, NRIC shall obtain and
maintain the capital and surplus as required by the CSI. The CSI may require more capital and
surplus, based upon information submitted by NRIC pursuant to this Order.

IT IS FURTHER ORDERED that in order to lift the suspension, NRIC shall hire a
captive manager, at the approval of the CSL. The captive manager shall ensure internal controls
for the management of NRIC’s funds and any other aspect of its business. The CSI shall review
and approve the internal controls for the management of NRIC.

IT IS FURTHER ORDERED that in order to lift the suspension, NRIC shall replace the
funds in its account which it disgorged in the erroneous payment of a claim.

IT IS FURTHER ORDERED that in order to lift the suspension, NRIC shall honor its
obligations involving Wyoming to the satisfaction of the CSI.

IT IS FURTHER ORDERED that NRIC shall otherwise comply with the requirements
imposed by the Code and the CSI; |

IT IS FURTHER ORDERED that NRIC shall provide to the CSI, care of the Chief

Financial Examiner, Office of the Commissioner of Securities and Insurance, Montana State
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Auditor, 840 Helena Avenue, Helena, MT 59601, within five business days of the execution of
this Order, unless otherwise specified, all of the following:

(a) A copy of the November 2012, December 2012 and January 2013 bank
statements for NRIC's business account at US Bank and any other accounts owned by NRIC.

(b)  An accounting of premiums receivable as of January 31, 2013.

(c) The balance of the Note Receivable - NRNS as of January 31, 2013.

(d) A listing of any other assets owned by NRIC as of January 31, 2013.

(e) A listing of all known outstanding claims against NRIC.

® Such other and further information as the CSI requires.

IT IS FURTHER ORDERED that a failure by NRIC to comply with the directives of this
order may result in the CSI filing a formal delinquency action in district court pursuant to Mont.
Code Ann. § 33-2-1322, and liquidating NRIC pursuant to Mont. Code Ann. §§ 33-2-1341 and

33-2-1342; and/or revocation of its license pursuant to Mont. Code Ann. § 33-28-109(2).

DATED thxs/ 2 ;’ day of February, 2013.

LT

MONICA J. LINDEEN
Commissioner of Securmes and Insurance,

Montana State Auditor
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that on this [i day of February, 2013, a true and
correct copy of the foregoing was served upon the following by U.S. mail, certified, postage
prepaid:

John H. Schneider, MD, CEO

Northern Rockies Insurance Company, LLC
2877 Spring Creek Lane

Billings, MT 59102

Via Hand-delivery:

Jameson C. Walker
Attorney for the CSI
840 Helena Avenue

Helena, MT 59601 O a/(j@/ (X (u /{ffh/b
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that on this ;UT\V day of February, 2013, a true and
correct copy of the foregoing was served upon the following by U.S. mail, certified, postage
prepaid:

John H. Schneider, MD, CEO

Northern Rockies Insurance Company, LLC
1739 Spring Creek Lane, Suite 200 '
Billings, MT 59102

Via Hand-delivery:

Jameson C. Walker

Attorney for the CSI
840 Helena Avenue

Helena, MT 59601

Oén(\mi@\ﬂj Q\,Q/e__ru/
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